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I am privileged to have the opportunity to share with you some issues and
challenges confronting small and isolated audit offices in the South Pacific.
For the purpose of this article, | will focus my comments on the perspective
of a small island state. The Cook Islands comprises 15 small islands
scattered over an area of some 2 million square kilometers of ocean, with a
total land area of 240 sqg. km. It is flanked to the west by Tonga and Samoa
and to the east by Tahiti and French Polynesia. The Cook Islands is
divided into a northern group with seven islands and a southern group with
eight islands. It has the second largest exclusive economic zone in the
world but is one of the least populated countries in the South Pacific, with
a population of under 20,000.

History

Until 1987, the Cook Islands Treasury Department maintained an internal
audit function that focused primarily on the integrity of the Treasury
Department’s centralized imprest system, the supply and sale of liquor,
stamps, and cash counts. During this period, the internal audit function,
which had four local staff, uncovered major fraud involving the supply and
sale of liquor and cash losses in government-run post offices. This fraud
resulted from poor internal controls and a lack of review and monitoring. In
1987, the Office of Audit and Inquiries, the Audit Office’s predecessor, was
established under the Public Money and Stores Act. During this period, the
Cook Islands government delegated responsibility for the external audit
function to the New Zealand Office of the Auditor General.
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Prior to 1995, the Cook Islands economy experienced an economic collapse due to a
bloated public service leading to over expenditures. The government was forced to
downsize and restructure the public service, which resulted in a reform process. The
under performance of various government-owned assets contributed to the economic
collapse and, consequently, privatization saw the sale of various assets, including the
government’s failing flagship hotel. The reform process introduced the Public Expenditure
Review Committee and Audit Act (PERCA) in July 1996 to help ensure financial
management oversight and improve accountability and transparency. As a result of this
legislation, the Office of the Audit and Inquiries was replaced by the Audit Office, which
has functioned under the PERCA Act from the time of its origin. The external audit
function carried out by the New Zealand Office of the Auditor General and private sector
chartered accounting firms was transferred to the Cook Islands Government Audit Office,
which took on full responsibility for external audit in 1996, when, for the first time, the
Director of Audit position was localized. The Director of Audit rendered his first auditor’s
opinion on the Crown Financial Statements for the year ended June 30, 1998. Since then,
the Audit Office has been fully responsible for providing auditor’s opinions on the financial
statements of the Crown and all of its Ministries and Crown Agencies.

Legislation

After the public sector reform program began in 1995-96, the Ministry of Finance &
Economic Management (MFEM) Act was enacted, which required strict financial
management controls and replaced line item budgeting with output budgeting. The
PERCA Act of 1996 was also designed to ensure adequate oversight and monitoring of
compliance with the MFEM Act.

The Cook Islands Audit Office exists as a constitutional safeguard to maintain the
financial integrity of the country’s parliamentary system of government and to assist
government in the effective, efficient, and economic use of resources. The Audit Office
assists Parliament in strengthening the effectiveness, efficiency, and accountability of the
instruments of government.

The Audit Office is independent of the executive branch of government. Its statutory
mandate is enshrined in the Constitution of the Cook Islands, under Article 71, and in the
Office of Public Expenditure Review Committee and Audit Act 1995/96, Part 3. The
Director of Audit performs the functions assigned to him by law, with the assistance of
staff and persons he appoints according to the terms of Section 21 and 24 of the Office of
Public Expenditure Review Committee and Audit Act 1995/96.

Staffing and Training

The Audit Office has experienced marked growth since its inception 7 years ago. The
size of the audit staff has nearly tripled and local staff have attained formal tertiary
qualifications and received ongoing training through the South Pacific Association of
Supreme Audit Institutions (SPASAI). SPASAI training programs have received adequate
funding as a result of the efforts of the INTOSAI Development Initiative (IDI) and financial
assistance from Asian Development Bank (ADB). Both institutions are committed to
promoting good governance in the region.

Continuous professional development and staff training have continued to be a high
priority for the Office, which has assisted in funding staff to take accounting and law
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courses through the extension services of the University of the South Pacific. In February
2001, the Audit Office hosted the 7" SPASAI Congress in Rarotonga. The Congress
included a performance auditing workshop for auditor generals in the region.

Financial Accounting and Reporting Practices and Audit
Methodology

Since the reform program was initiated, the standards for reporting accounting information
from Ministries and other reporting units to the Ministry of Finance and Economic
Management have improved considerably. The transformation from the cash basis of
accounting to the accrual basis under generally accepted accounting practices has been
completed. Inthe 1998/99 financial period, out of the 30 entities, five qualified audit
opinions and one disclaimer of opinion were issued. In the 1999/2000 financial period,
three qualified audit opinion and one disclaimer of opinion were issued. However, delays
in the timely preparation of financial statements and, the Audit Office’s subsequent audit
continue to be an area of concern. In December 2002, MFEM issued a comprehensive
set of governmentwide accounting and financial reporting policies and procedures.

At present, the majority of Audit Office staff resources are directed toward the conduct of
financial statement audits to ensure that the public financial statements of the Crown and
its separate reporting units are fairly presented. However, the Office undertakes special
reviews targeted at specific problems ranging from internal control structure issues to
allegations of criminal wrongdoing in the public service. The Audit Office functions as a
safeguard to maintain the financial integrity of the country’s parliamentary system of
government.

Future Challenges

The recruitment and retention of qualified accountants and auditors is the most significant
challenge the Audit Office faces today. Many of the Cook Islands’ most talented and
ambitious young people have left the country to pursue educational and career
opportunities in larger South Pacific countries, such as Australia and New Zealand.

The Office also faces expanding workload management problems caused by
understaffing. Quite simply, additional staff are needed to deal with the increased number
of required financial audits and the Office’s need to begin service performance audits in
order to fulfil its legislative mandate. The lure of more attractive rates of pay in the private
sector enhances recruitment problems.

To obtain the increased funding necessary to hire additional staff, the Audit Office will
have to convince the government that the incremental costs associated with each new
staff member hired would be more than offset by cost savings derived through additional
audits conducted, especially service performance audits.

Presently, the Ministries and other reporting entities do not adequately report on the
nonfinancial elements most commonly included in general purpose financial reports, i.e.,
the inputs, outputs, and outcomes directly related to service performance. The Audit
Office will be encouraging reports on service performance that disclose the degree to
which the reporting entity has met its service objectives of supplying goods and/or
services. Once these reporting mechanisms are in place, the Audit Office will need to
have additional staff to conduct related audits.
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By undertaking service performance auditing, the Audit Office plans to become
increasingly involved in ensuring the effective, efficient, and economic use of government
resources. The performance audits will allow us the opportunity to evaluate the
government’s return on investment in terms of outputs and outcomes derived from the
investment of public funds.

The Audit Office recognizes the need to solicit expert assistance from overseas to ensure
that Audit Office staff receive appropriate training and are informed, on a regular and
continuing basis, of changes and emerging issues related to international accounting
standards and generally accepted accounting practices. While several Chartered
Accounting firms practice in the Cook Islands, there may be issues concerning whether
they themselves have had the time or opportunity to become fully knowledgeable with
respect to current accounting changes and emerging issues.

Environmental auditing, information technology auditing, fraud and forensic auditing, and
public debt auditing are also areas of concern and high priority for future staff resource
allocations.

The Cook Islands Audit Office is currently challenged in meeting its statutory obligations
under the PERCA Act with its existing level of resources. Declining revenues are
available to the government due to external factors. The resulting decreasing budget
appropriation, in turn, compromises the Audit Office’s mandate.

These challenges lay out an ambitious agenda for the Cook Islands Audit Office. Other
SAls face similar challenges in carrying out their mandates. This makes it all the more
imperative that as we celebrate INTOSAI’s 50" anniversary this year, we continue to share
our experiences and collaborate with one another to address our common challenges and
promote accountability and transparency in government around the globe. m
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NEWS

Brazil

Court of Audit Suggests
Improvements in Literacy
Program

The Brazilian Court of Audit (TCU)
recently carried out an audit of the
Youth and Adult Education - Solidarity
in Literacy Program, whose goal is to
reduce illiteracy levels and promote
educational opportunities for youths
and adults from 14 to 24 years of
age.

The audit found that the program did
not take into consideration the
Ministry of Education’s national
policy for youths and adults, there
was no guarantee of continuity in the
students’ educational process, and
that certain factors—such as visual
impairments of some students and
problems with textbooks—hindered
the program’s success. The audit
verified the need to connect the
Literacy Program with public policies
for youth and adult education to
ensure continuity in the educational
process for those who finish the
literacy module.

The Court recommended that (1) the
National Fund for Development of
Education implement actions in the
Solidarity in Literacy Program to
identify and treat visual and hearing
impairments, (2) the duration of the
literacy module be increased, and
(3) new textbooks and pedagogical
material be written to complement
the existing series.

Court of Audit and Internal
Revenue Secretariat Join
Efforts

The President of the TCU, Justice
Valmir Campelo, met with the
Secretary of Internal Revenue, Jorge
Rachid, to discuss important issues
related to federal inspections.

During the meeting, they discussed
ways to increase integration
between the two institutions and joint
actions that would enable more
timely collection of relevant
information to expedite judgment of
TCU audits and increase their
effectiveness.

Court of Audit Monitors
Zero Hunger Program

Brazil’s Minister of Food Security and
Fight Against Hunger has requested
that the President of the TCU monitor
and control actions related to
government programs to combat
hunger, which President Luiz Inacio
Lula da Silva has identified as a
priority because of their social
impact and the large amount of
resources to be invested in them. In
response to this request, Justice
Campelo, President of the TCU,
stated that his audit office will pay
special attention to government
actions linked to the fight against
hunger as one of its many legal and
constitutional responsibilities to
monitor and control programs and
activities carried out by branches of
the Federal Government.
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Court of Audit President
Receives Japanese Board
of Audit Delegation

Justice Valmir Campelo, president of
the Brazilian Court of Audit, received
the visit of a delegation from the
Japanese Board of Audit that was in
Brazil to audit the Japanese
embassy and consulates and verify
the proper use of resources the
Japanese government donated for
technical cooperation projects with
the Brazilian federal government,
states, and municipalities.

During the meeting, the Japanese
delegation and the TCU were able to
share experiences relating to a
common challenge in both
countries—the process of inspecting
public companies undergoing
privatization.

Court of Audit
Recommendation to the
Command of the Navy

In response to a request to verify
irregularities during the Navy Health
Division’s bidding to acquire medical
equipment, the TCU has determined
that the Command of the Navy/
Ministry of Defense must not permit
Brazilian firms to be excluded from
international bidding performed with
resources proceeding from external
credit transactions originating in (1)
an official agency of foreign
cooperation, (2) a multilateral
financial institution in which Brazil
takes part, or (3) a foreign financial
institution. Such a prohibition is not
in accordance with the Law of
Bidding and Contracts.

For additional information, contact:
Tribunal de Contas de Unido, Sector
de Administracao Federal Sul-Lote
01, CEP-70042-900 Brasilia, D.F.,
Brazil; fax: ++55 (61) 316-7522;
email: arint@tcu.gov.br; Web page:
www.tcu.gov.br.
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European Union

Implementation of Food
Security Policy in
Developing Countries

At the World Food Summit in Rome
in 1996, heads of state and
government and the European
Commission committed themselves
to reducing the number of
undernourished people from 800
million to 400 million by 2015 and to
move away from food aid towards
more long-term development in
order to improve the food security
situation. Around the same time, a
Council Regulation was adopted
aimed at enhancing food security
and reducing the recipient countries’
dependence on food aid.

The European Court of Audit
reviewed the implementation of this
food security policy for the period
1997-2001. The Court found that in
a number of recipient countries, food
security strategies were not
integrated in coherent national
development strategies and that
food security programs were
executed as development programs
separate from mainstream
programs. The Court also found that
reliable baseline information on the
situation of food security was not
available and that the statistics
produced by national services were
mostly inadequate. Also, the
identification of projects was
unstructured in many countries, with
no formal selection procedures
based on clear priorities and criteria.
The local population was rarely
involved in proposing and selecting
projects, and few structures existed
to support local communities in
managing projects. Most central
governments had delegated the
management of food security
programs to para-statal bodies,
which hindered the integration of
development actions in sustainable
structures.

The Court’'s recommendations
included the following:

® The concept of food security
should be integrated in the
Commission’s overall
development policy, and single
overall strategies and programs
should be developed for and by the
recipient countries.

® The Commission should
consider supporting developing
countries in the production of
reliable information on socio-
economic household situations
and the development of indicators
on food security with other donors.

®* The Commission should
continue to focus its efforts on
capacity building and institutional
support to beneficiary countries’
central and local services.

For further information, please
contact the External Relations
Department of the European Court of
Auditors, tel.: +352-021-36 31 03
(GSM), +352-4398-45410, fax: +352-
4398-46430, e-mail:
euraud@eca.eu.int; or Web site:
www.eca.eu.int.

Hong Kong
Audit Report Issued

On October 30, 2002, the Director of
Audit submitted his Report No. 39,
which includes the results of value-
for-money audits completed from
March through September 2002, to
the President of the Legislative
Council. The report contains 11
subjects, including (1) protection of
revenue from dutiable commodities,
(2) a special finance scheme for
small and medium enterprises, (3)
management of municipal solid
waste, (4) planning and provision of
primary school places, and (5)
administration of primary schools.
The report has identified some
US$270 million of savings and
benefits for the Government of the
Hong Kong Special Administrative
Region.
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The findings in the report have
prompted the government to take
improvement measures. For
example, the audit on the planning
and provision of primary school
places revealed that by 2010 there
would be an excess of primary
school places and a serious
mismatch between demand and
supply. In response, the government
agreed to monitor the provision of
primary school places by reviewing
the school building program and
improving the use of existing places.

For more information about the
report, please visit the Audit
Commission’s Internet home page
at http://www.info.gov.hk/aud/, or
contact: Director of Audit, Audit
Commission, 26/F, Immigration
Tower, 7 Gloucester Road, Wanchai,
Hong Kong, China; fax: (852) 2824
2087; email: enquiry @aud.gov.hk.

Hungary

State Audit Office’s
Activities and 2002
Summary Report

According to the Constitution of
Hungary, the State Audit Office (SAQ)
is the Parliament’s financial-
economic auditing organization. Its
audits cover the entire state budget,
the property of the state, financial
management of certain
organizations outside the state
budget, and the operation and
financial management of institutions
that are accountable to the
Parliament (including the Hungarian
National Bank). SAO audits also
determine the legitimacy of political
parties’ financial management.
Beyond forming an opinion on the
use and management of the public
finances and of public property, the
SAO evaluates the economy,
effectiveness, and efficiency of the
allocated resources through an
increasing number of performance
audits.

The SAO performs its activities
based on an annual audit plan.
Parliamentary commissions discuss
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most of the 40 to 50 reports the SAO
prepares annually. During plenary
sessions, the commissions
discuss the audit reports on the
annual budget, which include
proposals on the budget and its
execution, and on the operation of
the state property agency and the
national news agency. The SAQO’s
summary report, which gives a
comprehensive evaluation of trends
in state budget operations and an
account of the actions taken on
recommendations and on the
organization’s operations, is also
discussed at these plenary
sessions.

In the summary report for the year
2002, the SAO found that the central
and local government levels,
operations and financial
management are basically in order.
Nevertheless, for the sake of the
balanced operation of the large
service systems (public health,
social sphere, and pensions), which
are significant to the proper
functioning of the society and the
economy, the SAO advised the
government to accelerate the
activities that provide the foundation
for reform.

The summary report SAO places
special emphasis on its progress—
in accordance with the parliamentary
resolutions—in performing audits
using a financial audit methodology
aimed at ensuring the reliability of
the state budget execution and more
comprehensive accountability and
transparency, while contributing to
the modernization of a state budget
adapted to EU requirements.

The annual summary report also
provides insight on how the SAO
supports the initiatives emerging in
organized form that are designed to
reveal the causes, background, and
relationship of corruption and high-
risk areas and to reduce the
sources of losses that pose a risk to
the economy.

The year 2000 summary report also
gives an overview of internal quality
assurance and methodology
development activities and

international relations and evaluates
contributions to improvements to the
Hungarian financial audit system in
adapting to the European Union’s
(EVU) requirements.

The report also highlights the SAO’s
participation in professional life. By
playing a leading role in cooperating
with universities and colleges to
prepare the next generation of
economic professions, the SAO
helps to prepare Hungary for the
challenges of the new millennium.

For additional information, contact:
Allami Szamvevoszek State Audit
Office Staatsrechnungshof, H 1364
Budapest 4, Hungary; fax: ++36 (1)
484-9201, 338-4710; e-mail:
kovacsa@asz.hu.

Malta
2001 Audit Report Issued

During 2002, Malta’s National Audit
Office carried out financial and
compliance audits on matters
relating to the financial year ending
December 31, 2001. The audit
opinion, findings, and concerns are
included in its 2001 audit report.

For the ministerial and departmental
sections, the office adopted an
improved reporting structure in an
attempt to make the report more
user friendly. Each section now
includes background, which gives a
brief description of the area under
review, classifies the issues as key,
control, or compliance. The report
also includes the recommendations
made to each entity to improve its
internal control system and the
comments of management on the
actions they plan to take.

The financial report section contains
the National Audit Office’s comments
on the consolidated fund statement,
loans, investments, public debt,
advances and letters of comfort, and
bank guarantees. Although the
Public Account held at the Central
Bank of Malta has not been
reconciled since June 1992, the
Bank Reconciliation system went
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“live” on the October 14, 2002, with
the opening balance of the public
account as shown by the Central
Bank of Malta.

Significant improvements could be
achieved in arrears of revenue
(which approached US$900 million
as of December 31, 2001) an area in
which inefficient procedures for the
collection of debt and weak
enforcement procedures were
identified. A number of departments
did not submit their returns, and data
submitted by the Social Security
Department was found to be
unreliable.

The office is also concerned about
widespread noncompliance with
financial rules and regulations.
Examples of specific areas of
concern included the following:

e double payments as a result of
weak internal controls;

* revenues not being receipted and
funds not being deposited, and
delays in remitting funds to the
Public Account;

e noncompliance with inventory
regulations, including the
absence of up-to-date inventory
record; and

e underutilization of computerized
facilities.

For further information, contact:
National Audit Office, Floriana CMR
02, Malta; fax: ++356 21 22 07 08; e-
mail: joseph.g.galea@gov.mt; Web
site: http://www.nao.gov.mt.

Mongolia
New Law on State Audit

On January 3, 2003, the State Great
Hural (the Parliament) of Mongolia
approved the Law on State Audit,
which was based upon the Lima
Declaration and the Generic Model
Laws UNDP/PACT developed for
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SAls. The enactment of this law
brought about major changes in
Mongolian government auditing
system.

The former State Audit and
Inspection Committee (SAIC) has
been replaced by the newly
established National Audit Office
(MNAO), which will be the supreme
audit institution of Mongolia. In
addition, provincial Audit and
Inspection Committees will be
replaced by provincial Audit Offices
headed by provincial Auditors
General. While the former SAIC used
the board model, the current MNAO
will be structured on the auditor
general model (also known as the
Westminster or hierarchical model).

According to the new law, the
MNAQ’s mandate is to conduct
performance and financial statement
audits for public agencies and
government programs.

Auditor General Appointed

On January 10, 2003, the Mongolian
Parliament nominated Mr. Javzmaa
Lkhamsuren as Auditor General of
Mongolia for a 6 year term of office.

Mr. Javzmaa Lkhamsuren

Before this appointment, Mr.
Javzmaa had served as the
Chairman of the State Audit and
Inspection Committee of Mongolia
since 1995. Throughout his career
in public service, Mr. Javzmaa has
had long and varied experience in
provincial and local government
activities. He holds a masters
degree in management.

For additional information, contact:
Mongolian National Audit Office,
Government Building No. 4, Baga
Toiruu-6, Ulaanbaatar-45, Mongolia;
fax: ++976-1-323266.

St. Kitts and Nevis
2001 Annual Report Issued

In his 2001 annual report to
Parliament, St. Kitts’ Director of Audit
stated that although expenditure
control showed signs of
improvement, the results indicated
that a great deal still needs to be
done. He pointed out that despite
Parliament’'s approval of the budget,
its implementation ought to be
guided by realities of the day:

“The various Ministries pursue their
objectives as laid out in the detailed
Programs of the Estimates as
approved by Parliament. One point
of view that | have heard expressed
quite recently is that as the Budget is
done on a Program basis, provided
that expenditure is incurred on that
basis, there should be no concern
for savings, as all allocations should
be spent in full and at the discretion
of the Ministries.

Unfortunately, the word ‘efficiency’
and its meaning seldom features in
the line of reasoning. Furthermore,
managers with such concepts make
expenditure control even more
onerous for the Ministry of Finance.”

The result on the recurrent account
was a deficit of $55.2 million.
Because of the high level of capital
revenue realized, the outturn on the
capital account was an impressive
surplus of $44.96 million. The net
result of the 2001 financial
operations was a modest deficient of
$10.22 million.

The report also drew attention to the
increasing cost of debt servicing
(30.22 percent of recurrent revenue
in 2001.) Nevertheless, St. Kitts is
still current and timely with its
payments. All amortization
schedules were current and the
government was not in any
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significant arrears with any of its loan
obligations as of year-end.

For further information, contact:
National Audit Office, Basseterre, St.
Kitts and Nevis; fax: ++1(869) 466-
8510; e-mail:
auditoffskn @ caribsurf.com

United States

No Appeal in Suit over
Access to White House
Energy Records

Comptroller General David M.
Walker, head of the U.S. General
Accounting Office (GAO) has decided
not to appeal Judge John D. Bates’
decision that the Comptroller
General lacked standing to file a
lawsuit seeking access to the
records of the National Energy Policy
Development Group (NEPDG).

“After thorough review and analysis
of the district court’s decision in
Walker v. Cheney, as well as
extensive outreach with
congressional leadership and
others concerning various policy
matters and the potential
ramifications of the court’s decision,
GAO has decided not to appeal the
decision,” GAO said in a February 7
statement provided to the press and
posted on GAO’s Web site (http:/
www.gao.gov/press/w020703.pdf).

The suit arose from GAQO’s efforts to
obtain information about who the
NEPDG—which is chaired by the
Vice President—and its staff met
with in formulating the president’s
national policy. GAO attempted to
obtain this information in response
to requests from two House ranking
minority members and four Senate
committee and subcommittee
chairs. In February 2002, after
months of negotiation and
compromise on GAO’s part failed to
resolve the issue, GAO filed suit in
the U.S. District Court for the District
of Columbia. Oral arguments in the
case were heard September 27,
2002; Judge Bates issued his
decision December 9, 2002.
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Judge Bates’ decision focused only
on the Comptroller General’s
“standing” to file suit; citing the
historical nature of the issue at
hand—whether the courts should
intervene in a dispute between the
legislative and executive branches—
the judge ruled that the issue
involved and the nature of
congressional interest were not
sufficient to have the court decide the
dispute.

“Despite GAQ’s conviction that the
district court’s decision was
incorrect, further pursuit of the
NEPDG information would require
investment of significant time and
resources over several years. At the
same time, several private litigants
are attempting to obtain much of the
same information GAO has been
seeking, and this information will be
made available to GAO if they are
successful in their cases.”

“Importantly,” the statement
continues, “because the district
court’s decision did not address the
merits, it has no effect on GAO’s
statutory audit rights or the obligation
of agencies to provide GAO with
information. In addition, the court’'s
decision is confined to the unique
circumstances posed by this
particular case and does not
preclude GAO from filing suit on a
different matter involving different
facts and circumstances in the
future.”

Walker said his outreach efforts to
the U.S. Congress found a broad-
based bipartisan consensus that
GAO should have received the
limited and nondeliberative NEPDG
information it sought without having
to resort to litigation. “While we have
decided not to pursue this matter
further in the courts, we hope that the
administration will do the right thing
and fulfill its obligations when it
comes to disclosures to GAO, the
Congress, and the public, not only in
connection with this matter but all
matters in the future. We hope that
GAO is never again put in the
position of having to resort to the
courts to obtain information that
Congress needs to perform its

constitutional duties, but we will be
prepared to do so in the future if
necessary.”

The Comptroller General noted that
the decision not to appeal, like his
original decision to file suit last year,
was a difficult one subject to
controversy. “In both cases, | did
what | thought was the right thing to
do based on all the facts and
circumstances.” He also noted that
there was significant bipartisan
support for his decision not to
appeal.

Further information is available on
the GAO Web site: www.gao.gov. m
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ANAO Better Practice Guides

by Gordon Carey, Senior Director, Research and Development Branch

The Australian National Audit Office (ANAO) produces better practice
guides (BPGs) as part of its integrated audit approach, which includes

providing information support services to audit clients.

BPGs aim to improve public administration by ensuring that better practices employed in
some organizations are recognized and promulgated to the whole of the Australian Public
Service. This can involve examining practices in the public and private sectors in Australia
or overseas. From its knowledge and understanding of the public sector, the ANAO
endeavors to identify, assess, and articulate good practice as well as areas where
improvements are warranted.

Depending on the subject matter and nature of information collected during an audit,
BPGs may be produced in conjunction with an audit. Alternatively, a BPG might be
prepared as a result of a perceived need to provide guidance material in a particular area
of public administration.

For a complete list of all BPGs published by the ANAO, from 1996 to date, go to the
ANAO web site: http://www.anao.gov.au. These BPGs can be listed by date, title, or
theme. A summary identifies the purpose of the BPG, and the guide can also be
downloaded from the web site.

Some earlier BPGs that may be of interest include the following:
¢ Life Cycle Costing

* Some Better Practice Principles for Developing Policy Advice
* Rehabilitation: Managing Return to Work

* Internet Delivery Decisions

* Planning for the Workforce of the Future

In the coming months, the ANAO will update its 1999 BPG entitled Corporate Governance
in Commonwealth Authorities and Companies.

Recently published BPGs of likely interest to other supreme audit institutions are outlined
below.

Building Capability, A framework for managing learning and
development in the APS (April 2003)

Efficient and effective achievement of government outcomes by Australian Public Service
(APS) agencies depends on the capabilities of their people. Capability building, which is
central to organizational performance, requires a systematic management approach to
learning and development as an integral part of workforce planning.
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Learning and development is a key management function for all APS agencies that
requires the same rigor and attention as any other management task. Well managed,
learning and development can deliver the right people with the right skills at the right time
to enable agencies to deliver government objectives and outcomes into the future.

The ANAO performance audit report Management of Learning and Development in the
APS (No. 64 2002-2002) and benchmarking study Managing People for Business
Outcomes (No. 61 2001-2002) identified opportunities forimprovement in the planning,
integration, delivery, and evaluation of learning and development.

This guide, produced in collaboration between the ANAO and the Australian Public
Service Commission, draws on the experiences of the ANAO audit of learning and
development, as well as international and private sector trends. It is tailored specifically to
the public sector through examples of APS agency better practice experience. The
intention is to inform and influence key agency stakeholders as well as to encourage
ongoing improvement by those with direct responsibility for learning and development.

This guide articulates the principles and characteristics of a framework for building
capability. It provides advice on how to promote learning and development planning;
identifies processes to position agencies to achieve good business outcomes; stresses
the need for alignment and integration with other workforce activities (such as workforce
planning and performance management) and shows the way forward to support a learning
culture. It articulates governance considerations and appropriate reporting arrangements
to fulfill Parliament’s accountability expectations.

The framework for managing learning and development in the APS presented in this guide
is based on the following principles:

¢ align learning with business,

* integrate learning with human resources and other business processes,
* create alearning culture,

* provide appropriate learning options,

* manage learning effectively,

¢ support application of skills in the workplace, and

evaluate learning and development.
Internal Budgeting (February 2003)

This guide deals with the internal budget processes in organizations and the extent to
which those processes contribute effectively to the organization’s control environment and
ability to meet its stated objectives. It has particularly close links with the Building Better
Financial Management Support and Building a Better Financial Management Framework
guides released in 1999.
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Publications dealing with aspects of control structures in organizations include the
following:

* Contract Management, February 2001
* Business Continuity Management - Keeping the wheels in motion, January 2000

* Building Better Financial Management Support - Functions, systems and activities for
producing financial information, November 1999

* Building a Better Financial Management Framework - Defining, presenting and using
financial information, November 1999

* Security and Control for SAP R/3, October 1998

* Controlling Performance and Outcomes - Control Structures in the Commonwealth
Public Sector, December 1997

The ANAO has produced this guide following the conduct of a recent Financial Control
and Administration Audit of internal budgeting processes. The audit identified a need for
further guidance on the development of robust and businesslike internal budgeting
practices to help managers operate more effectively in the accrual-based outcomes and
outputs framework."

Well developed and implemented budgeting processes are critical to providing a sound
basis for controlling activity levels and for effectively monitoring and managing financial
performance. Effective budgeting processes, in turn, can be a key driver in the successful
delivery of an organization’s outputs (services). This guide is designed to assist managers
responsible for making decisions on the allocation, use and administration of resources.
In particular, it outlines a series of better practice elements that, if adopted, will
encourage more efficient and effective management of resources and improve the
capacity of internal budgeting to support the achievement of organizational goals and
objectives.

The framework has three broad components:

* integrating internal budgeting processes with strategic planning, including the setting of
priorities, and supporting them with a robust control and financial management
structure;

¢ putting efficient and effective internal budget development processes in place, including
the use of appropriate technology to provide decision-support tools; and

* regularly analyzing performance against budgets, using consistent and timely flows of
information and implementing auditable accountability measures.

This guide should serve as a useful tool for managers responsible for internal budget
development. This should, in turn, result in wider and more informed use of better internal
budgeting practices contributing to better results.

" Audit Report No. 52, 2001-2002 Internal Budgeting, Australian National Audit Office, May 2002.
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Performance Information in Portfolio Budget Statements (Budget
Estimates) (May 2002)

Performance information is a critical tool for public sector management and
accountability. Since the ANAO 2 issued the Better Practice Guide Performance
Information Principles in November 1996, the public sector has adopted a framework for
outcomes and output. This has required changes to agencies’ performance management
regimes, particularly the development and reporting of performance information in Portfolio
Budget Statements (PBS) and related Annual Reports.

A Parliamentary Committee, the Senate Finance and Public Administration Legislation
Committee, has undertaken three reviews of performance information in PBS, which
raised a number of concerns. In addition, the ANAO has undertaken an audit on the
issue, the findings of which were provided in Audit Report Number 18, 2001-02,
Performance Information in Portfolio Budget Statements. This audit examined
performance information in the PBS in 10 Commonwealth agencies. This guide aims to
address many of the issues highlighted by the Parliamentary Committee and the audit.

The examples and better practices included in this guide are drawn from the audit and a
subsequent related workshop. They are aimed at helping practitioners develop and
improve organizational performance information. The guide focuses on performance
information in the PBS. However, the principles highlighted apply to all performance
information, as PBS (accountability-rela